The basic principle of the economic reform of state forests of the Czech Republic after 1990 was to separate management in forests from the implementation of production activities. A state enterprise Forests of the Czech Republic with its headquarters in Hradec Králové was charged to manage state forests. From the former 7 enterprises of state forests 78 joint-stock companies have been established that carry out silvicultural and logging activities in state forests and in forests of other owners under the conditions of competition environment and on the basis of contracts. The paper deals with the exact evaluation of partial and present results of the development of forestry economic reform, aimed at the study of the behaviour of transformed and privatised forest joint-stock companies.
JOURNAL OF FOREST SCIENCE, 49, 2003 (1): 27-36 The forests in the Czech Republic cover approximately one third of the territory and are considered as national wealth which is the irreplaceable and non-substitutable part of the environment. Forests are not only the renewable natural resource of raw material -wood but also they fulfil a lot of non-wood-producing functions for the benefit of all people especially in the present anthropogenically influenced conditions. However, advanced forestry does not mean only vast areas of forests, it is also the care of this wealth aimed at its preservation for our descendants, at least in the same condition as they were passed to us by our predecessors.
The forestry sector produces 0.6% of gross domestic product in the Czech Republic. Forestry employs 0.7% of total national work force while investments in the forestry sector are 0.3% of their total volume in the Czech Republic. Average wages in forestry are at 85% of those in national economy (DATABASES, Ministry of Agriculture of the Czech Republic).
The contribution of the forestry sector to national economy has not been evaluated adequately yet. The main reason is an inadequate assessment of social benefits from forests that cannot be reduced only to timber production because forests are primarily the most important element of the environment and a significant stabiliser of ecological equilibrium on the planet. Forests also represent a significant component of integrated policy of rural development, mainly for their contribution to income and job opportunities in regions with high rates of unemployment.
The forestry economic reform in the Czech Republic started immediately in 1990. The original proposal contained the transformation of existing state forest enterprises and companies to joint-stock companies that were to get forest land from the State on the basis of lease. Due to further development and circumstances the type of reform was substantially modified, viz. separation of forest ownership from management activities in the forests. The implementation of the last version of the reform was based on an idea that a newly established state enterprise Forests of the Czech Republic with its headquarters in Hradec Králové would be a manager of state forests after all restitution requirements had been settled. Practical activities in the forests would be carried out by private companies originating from transformation and privatisation of forest enterprises, i.e. forest joint-stock companies (FJSC) and other business entities of the market environment. The relationship between FJSC and Forests of the Czech Republic state enterprise is established on a contractual basis, on the basis of realised selection procedures for particular territorial units. The conception of the economic reform was finally approved and realised in this shape. -1995 -admission of FJSC to a capital market, emergence of new ownership structures.
The first results of research on the above-mentioned problems were published in 1994 (DOMES 1994 ), in 1995 (KUPČÁK 1995 ), in 1997 (KUPČÁK 1997 ), in 1998 (KUPČÁK 1998a . The results of research on forest joint-stock companies were published in 1998 (KUPČÁK 1998b) .
MATERIAL AND METHODS
If we return to the genesis of forestry economic reform, crucial objectives of the reform were envisaged to be enhancement of the forestry level and forest condition including the solution of negative problems of forestry from the seventies and eighties on the one hand, and, economic transformation of forest enterprises to companies of market type on the other hand. Objective and exact evaluation of the implementation of the two tasks is very difficult with respect to the nature of forestry. From the aspect of methodology, it is difficult to separate the complex of objective effects from general effects of man as an initiation and realisation factor of the reform.
As for the evaluation of the activity of transformed FJSC, the situation appears to be less difficult. The companies provide exact economic outputs that can be analysed by methods of the standard market environment. The starting points are, however, easier at the first glance only. It is caused particularly by the fact that the evaluated trajectory continually develops together with the trend of mergers of companies and capital.
Economic data on FJSC characterising both the process of their transformation and basic parameters for assessing the companies in the market environment were collected at the Department of Economics and Management of Forestry and Timber Industry, Faculty of Forestry and Wood Technology, Mendel University of Agriculture and Forestry, Brno. Time series of data have been prepared characterising the period 1992-2000.
The source of the used data is generally available information published in statistical surveys. The process and results of coupon privatisation including the structure of owners are based on data published in economic journals.
The study of the problems was initiated particularly for the following reasons: -comparison and analysis of basic program steps of the reform with the reality and obtained economic results; -necessity to analyze the results of state property privatisation including the characterisation of the role of new owners; -provision of information according to international standards (e.g. IASC) in the context of expected accession of the Czech Republic to EU; -provision of information on the participation and evaluation of FJSC on capital market; -economic environment of contractors operating on forestry market was stabilised. In order to express the level of sector parameters for analyses or comparison of indicators in forest joint-stock companies procedures that stem from the classification and method according to KOVANICOVÁ and KOVANIC (1995) were used. The analysis was made using selected indicators of liquidity, profitability, indebtedness and financial structure, activity, and capital market indicators. The information value was analyzed together with deviations of values from the average sector parameters -arithmetic mean (AVG) and median (MED).
The first integrated attempt at exact and objective evaluation of the present results of forestry economic reform with respect to the research into economic parameters of forest joint-stock companies that emerged from the transformation of state forest enterprises and were privatised in the second wave of coupon privatisation appears to be the focus of research activities. Both standard methods of the market environment have been used in the analyses.
TRANSFORMATION OF STATE FOREST ENTERPRISES
Based on the privatisation projects of 7 state forest enterprises (operating in the territory of the former Regions of Czechoslovakia) 90 joint-stock companies and 2 limited companies were established and entered in the Commercial Register of the Ministry of Justice of the Czech Republic in 1992. These entities took over the delimited infrastructure of forest and specialised companies of the former enterprises in the total book value of 8 billion CZK. In this group, 78 FJSC presented forest production as the basic business activity. The other FJSC originated from former building companies or companies of forest technology.
Central After the coupon privatisation terminated, three groups were markedly differentiated from the aspect of the structure of FJSC owners: -T.C.I. -1 st IN investment funds having a decisive ownership share in 18 FJSC mainly in Southern Bohemia, Northern Bohemia and Eastern Bohemia; -Forestinvest -Kredital having a decisive ownership share in 37 FJSC, mostly in Northern Moravia, Southern Moravia, Central Bohemia and Western Bohemia; -other FJSC having no clearly defined group of owners after termination of the coupon privatisation.
The most important proprietary group (in relation to FJSC and their privatisation) was Forestinvest Co. Zlín (in total 13% of all shares of forest joint-stock companies, other funds obtained 34% of the shares). Forestinvest Co. strategy was to increase the proportion of shares in FJSC, mostly by the purchase of shares from other funds and participants in the coupon privatisation. In addition, there was an effort to obtain a decisive share in the wood-processing industry as well as to have control over the timber market in general. Last but not least, there was also a tendency to obtain shares in companies of other industries (within the portfolio structure optimisation).
Methods of between-company comparisons illustrated on actual available data were used for analyses of the above-mentioned 78 FJSC.
RESULTS AND DISCUSSION
Economic results are very important data of great interest to owners, managerial staff, and also investors ( According to the development of economic results for the period under study 4 and 6 companies (of 78 FJSC in total) incurred losses in 1992 and 1993, respectively.
In 1994, 63 out of 74 FJSC were profit-making (after taxation) and 11 companies were loss-making. The highest profit, 26 mil. CZK, was realised by Lesní společnost Jihomoravské lesy Co. and the highest loss, 55 mil. CZK, was incurred by Krušnohorské lesy Co.
In 1995, 64 out of 74 FJSC realised profit and 10 incurred losses. The highest profit, 16 mil. CZK, was realised by Lesní společnost Jaroměřice Co. and the highest loss, 7 mil. CZK, was incurred by Lesy Hluboká Co. The average economic result of a FJSC amounted to CZK 3,005,000.
In 1996, an abrupt change occurred when 52 out of 75 FJSC were loss-making. The highest profit of 9 mil. CZK was realised by Lesní společnost Jaroměřice Co. and the highest loss, 107 mil. CZK, was incurred by Krušnohorské lesy Co. Total loss of FJSC amounted to 668 mil. CZK.
The Forestry sector was in a complicated economic situation in 1996. While logging costs and fellings stagnated, direct costs of management of 1 ha of forest significantly increased. With respect to a fall in timber prices, revenues from timber sales stagnated as well. Prices of softwood industrial logs (average prices of sawlogs) fell by 3.8% in comparison with 1995, prices of pulpwood and other industrial wood by 4.7%. These factors resulted in a fall of profit. In 1997, 45 out of 62 FJSC were profit-making and 17 companies were loss-making. The highest profit, 10 mil. CZK, was realised by Foresta Velké Karlovice Co. and the highest loss, 55 mil. CZK, was incurred by Krušnohorské lesy Co.
In 1998, 44 out of 62 FJSC were profit-making and 18 companies were loss-making. The highest profit, 26 mil. CZK, was realised by Lesy Frýdek-Místek Co. and the highest loss, 104 mil. CZK, was incurred by Lesní společnost Jihomoravské lesy Co. In 1999, 50 out of 61 FJSC were profit-making and 11 companies were loss-making. The highest profit, 29 mil. CZK, was realised by Lesy Frýdek-Místek Co. and the highest loss, 10 mil. CZK, was incurred by Lesní společnost Přibyslav Co.
In 2000, 36 out of 45 FJSC were profit-making and 9 companies were loss-making. The highest profit, 24 mil. CZK, was realised by UNILES Rumburk Co. and the highest loss, 23 mil. CZK, was incurred by Lesnickodřevařský podnik Vltava Co.
Aggregate net profit and total loss of FJSC for the period 1994-2000 (after taxation) are presented in Table 2 .
Based on the analysis of the period 1992-1998, some other trends are evident indicating the worsening of the basic economic parameters and thus also the conditions for the development of FJSC. The increase in indebtedness due to bank credits is an important accompanying phenomenon resulting from the fact that the level of profit does not create necessary financial sources in FJSC. In 1992 , 1993 , 1994 , 1995 , and 1996 mean indebtedness amounted to 1,000, 1, 996, 7, 146, 10, 370, 11, 581, and 18, 713 CZK, respectively. Parameters of the current liquidity position quantified in the evaluated FJSC amounted to 3.990 and 3.796 in AVG and MED, respectively. The values express a relatively good solvency with the closeness of parameters signalling a relative homogeneity of the indicator. Immediate liquidity is 2.899 and 2.718 in AVG and MED, resp. Once again, the closeness of parameters is signalling a relative homogeneity of the indicator with the FJSC maintaining average solvency even after exclusion of inventories which otherwise play an important role in the evaluated corporations. Immediate liquidity amounts to 0.977 in AVG and 0.695 in MED with the span between the parameters suggesting a relatively high variation of deviations at a reduced homogeneity of the set -effect of timber stock and effect of accounts receivable in particular.
Profitability of all capital invested (ROA) in the analysed FJSC was 0.016 and 0.010 in AVG and MED, resp. In terms of weight the relatively low valorisation is influenced by the level of generated profit (loss). Parameters of the equity capital profitability (ROE) amounted to 0.020 in AVG and 0.011 in MED. This parameter exhibits similar causal factors as well as the effect of relatively low indebtedness.
The coefficient of indebtedness that compares the equity capital with total liabilities has very low values at relative homogeneity (AVG 0.017 and MED 0.010). The coefficient of indebtedness that evaluates the relation of total liabilities and total assets is 0.138 in AVG and 0.128 in MED with the value of possible non-productive assets playing an important role here. The share of own resources in foreign capital has nearly identical values in both AVG (0.757) and MED (0.755), the indicator confirming the trend of over-capitalisation with respect to its balanced level.
The sector parameters of the position of total assets turnover indicator amount to 1.004 in AVG and 0.964 in MED with the indicator being affected by a relatively high measure of fixed assets depreciation. It well corresponds with the values of the fixed assets turnover indicator amounting to 0.567 in AVG and 0.533 in MED. -90,551 -27,110 -672,107 -155,641 -401,292 -35,997 -68,924 -1,451 The indicators of capital market are represented by net profit per share (EPS) whose values are as follows: AVG 0.030 and MED 0.013. The low level and variance relate to the weight of economic result first of all. The derived coefficient of profitable yield has the identical value of 0.29 in both parameters, thus expressing absolute homogeneity of the set. The ratio of the share market price to the yield per share (P/E) have the values of 80.561 for AVG and 17.720 for MED while the large span between the parameters is influenced by the weight of economic results and by the low market value of the shares. This conclusion is further corroborated by the Price/Book value (P/B) coefficient with similar values (AVG 0.642 and MED 0.652) indicating a markedly lower average market evaluation of the forest joint-stock companies than justified by their book value.
From the very beginning of transformation, there have been two markedly different and polarised opinions in the forestry and professional community. The first group is represented by the supporters of the reform who point out particularly the following factors: -consideration of social aspects of employment in the course of enterprise transformation; -improvement of the preconditions for sustainable forestry through the separation of forest ownership from silvicultural and logging operations carried out in the forests; -emergence of market environment in timber trade; -emergence of competition environment increasing the labour quality in forest operations; -allocation and restructuring of the property of forest joint-stock companies allowing to increase the effectiveness of its use; -the reform conception was prepared in accordance with basic principles of the government policy for privatisation; -the reform allows to create the conditions for accession of the Czech Republic to the European Union.
The second group is represented by opinions with substantial reservations: -division of forest management entities into a state enterprise and joint-stock companies where besides actual problems resulting from the imperfection of contract relations an argument dominates of separating the responsibility for the forest from profitable activities and also division of the realised profit between the entities; -unconditional conception of market principles can have negative effects on the condition of forests when only forest law and relevant authorities of the state administration serve as a tool of response (feedback) and when the objective evaluation of basic parameters of the forest condition is rather problematic; -worsening of the condition of forests caused also by some owners of private (restituted) forests of small area (< 2 ha). The owners do not take due care of the forest or the size of their forest does not allow to generate adequate financial sources for its reproduction; in this connection a general historical experience is stated that forests of larger owners are better managed; -non-transparent mechanism of timber trade as a natural resource as well as the result of the activities of past generations; -non-transparent process of forming ownership relations in FJSC and the problem of evaluation of the contribution of actual owners to the condition and particularly conceptional development of the companies; -distribution of economic results does not always follow the development of forest companies and profit is often allocated into subsidiary firms and financial sources in the forestry as a whole are lost.
The partial results evoke further problems that should be studied using more detailed and sophisticated analyses and research. In addition to the description of the course of transformation an information base has been established for using evaluation methods such as factor analysis and particularly gnostic analysis of indefinite data, procedures allowing to provide objective answers to questions such as if the method of coupon privatisation was the most suitable way of determining the optimum ownership structure, restructuring and increasing the efficiency of forest enterprises.
SUMMARY AND CONCLUSION
The paper deals with the exact evaluation of partial and present results of the development of forestry economic reform aimed at the study of the behaviour of transformed and privatised forest joint-stock companies.
As a result of transformation, 78 forest joint-stock companies (FJSC) presented forest production as the basic business activity in 1992. Methods of between-company comparisons illustrated on actual available data were used for analyses of the above-mentioned 78 FJSC.
The most important data of great interest to owners of companies, managerial staff and also investors are economic results (Table 1) Table 2 .
According to the development of economic results for the period under study 4 and 6 companies (out of 78 FJSC in total) were loss-making in 1992 and 1993, respectively. In 1994, 63 out of 74 FJSC were profit-making (after taxation) and 11 companies were loss-making. In 1995, 64 out of 74 FJSC were profit-making and 10 loss-making.
In 1996, an abrupt change occurred when 52 out of 75 FJSC incurred loss. Total loss of FJSC amounted to 668 mil. CZK.
In 1997, 45 out of 62 FJSC were profit-making and 17 companies were loss-making. In 1998, 44 out of 62 FJSC realised profit and 18 companies were lossmaking. In 1999, 50 out of 61 FJSC were profit-making and 11 companies were loss-making. In 2000, 36 out of 45 FJSC were profit-making and 9 companies were loss-making.
The forestry sector was in a complicated economic situation in 1996. While logging costs and fellings stagnated, direct costs for management of 1 ha of forest significantly increased. With respect to an decrease in timber prices, revenues from timber sales stagnated as well. Prices of softwood industrial logs (average prices of sawlogs) fell by 3.8% in comparison with 1995, prices of pulpwood and other industrial wood by 4.7%. Both these factors resulted in a fall of profit.
The coefficients of liquidity which characterise the company's capacity to pay its liabilities exhibit an acceptable level in the evaluated FJSC. The values of position parameters usually range above the advised standards with the data sets showing relatively homogeneous behaviour.
The coefficients of profitability which compare the achieved level of profit with the level of paid-in corporate resources signal a relatively low valorisation of the invested capital.
The coefficients of indebtedness and financial structure which inform about the ratio between the foreign and own resources of property coverage exhibit a relatively good level in the evaluated FJSC, which is however affected by the value of less productive assets and by the tendency to over-capitalisation.
The coefficients of capital market exhibit a low level and high variance in relation to both the weight of economic result and particularly to the fluctuation of parameters and to the generally low valuation of FJSC titles on capital market.
The partial results evoke further problems that should be studied using more detailed and sophisticated analyses and research, procedures allowing to provide objective answers to questions such as if the method of coupon privatisation was the most suitable way of determining the optimum ownership structure, restructuring and increasing the efficiency of forest enterprises.
